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GRASSI Co
Accountants and Success Consultant

INDEPENDENT AUDITORS REPORT

To the Managing Member

Alvarez Marsal Securities LLC

We have audited the accompanying statement of financial position of Alvarez Marsal

Securities LLC at December31 2012

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of this financial statement in

accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of this financial statement that is free from material

misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the statement of financial condition is free from material

misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the entitys preparation and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the entitys internal control

Accordingly we express no such opinion An audit also includes evaluation the appropriateness

of accounting policies used and the reasonableness of significant accounting estimates made by

management as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

HEADQUARTERS
An lnpcndenr Firm As.sociarc4 wh Moore Stephens Intcrnarion1 Limire

50 Jericho Quadrangle Suite 200 Oflices in Manhattan

Jericho New York 11753
and North Carolina

516 256-3500 Fa 516 256.3510

Accounrang Audicing Tax Lingarion Support

Management Technology Consulting

www.grassicpas.com



Opinion

In our opinion the financial statement referred to above presents fairly in all material respects

the financial position of Alvarez Marsal Securities LLC at December 31 2012 in accordance

with accounting principles generally accepted in the United States of America

z4Æ.dcCoZPAs1 P.C

GRASSI CO CPAs P.C

New York New York

February 27 2013
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ALVAREZ MARSAL SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

ASSETS

Cash and cash equivalents 945752

Accounts receivable 158101

Due from member 293043

TOTAL ASSETS 1396896

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Accounts payable and accrued expenses 254852

TOTAL LIABILITIES 254852

MEMBERS EQUITY 1142044

TOTAL LIABILITIES AND MEMBERS EQUITY 1396896

The accompanying notes are an integral part of this financial statement
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ALVAREZ MARSAL SECURITIES LLC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

Note Organization and Nature of Operations

Alvarez Marsal Securities LLC the Company is Delaware limited liability

company formed on September 24 2002 The Companys sole member is Alvarez

Marsal North America LLC the Parent On January 2004 the Company registered

as broker-dealer with the Securities and Exchange Commission SEC and

commenced operations The Company provides investment-banking services to its

customers throughout the United States of America from offices in New York City NY

and Phoenix AZ

The Company is registered as broker-dealer under the provisions of the Securities

Exchange Act of 1934 and is member of the Financial Industry Regulatory Authority

FINRA

Note Summary of Significant Accounting Policies

Basis of Presentation

The Company keeps its books and prepares its financial statements on the accrual basis

of accounting in accordance with accounting principles generally accepted in the United

States of America

Revenue Recognition

The Company performs services in connection with mergers and acquisitions private

financings and capital raising activities The Company recognizes revenue from these

services in the period the services are provided to its customers Success fees are

recorded upon the close of the underlying transactions Fees received in advance but not

yet earned are deferred

Accounts Receivable

The Company estimates an allowance for doubtful accounts based on an assessment of

the recoverability of accounts receivable Allowances are applied to accounts receivable

where events or changes in circumstances indicate that the carrying amounts may not be

recoverable Where the expectation is different from the original estimate such

difference will impact the carrying value of accounts receivable The Company considers

all accounts receivable at December 31 2012 to be collectible and no allowance for

doubtful accounts is deemed necessary at December 31 2012

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly liquid debt

instruments purchased with an original maturity of three months or less to be cash

equivalents
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ALVAREZ MARSAL SECURITIES LLC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

Note Summary of Significant Accounting Policies contd

Income Taxes

The Company consolidates its taxable income with its Parent which files partnership

return for federal state and New York City income tax purposes As result no federal

or state income taxes are provided as they are the responsibility of the Parents

members The Company records its allocable share of New York City Unincorporated

Business Tax

The Company follows the uncertainty in income tax accounting standard This standard

provides applicable measurement and disclosure guidance regarding uncertain tax

positions Adoption of this standard has had no effect on the Companys financial

statements as the Company has determined it had no uncertain tax positions at the date

of adoption and through December 31 2012

The Companys Parent files income tax returns in the U.S in federal state and local

jurisdictions With few exceptions the Company is no longer subject to U.S federal

state or local tax examinations by taxing authorities for years before 2009 The years

2009 to 2012 remain subject to examination by taxing authorities

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period Actual results could

differ from those estimates

Note Related Party Transactions

The Company shares office space equipment and administrative expenses with its

Parent pursuant to service agreement For the year ended December 31 2012 the

Company was charged $596857 related to this agreement Such amount is included in

occupancy office and other expenses

The Company is charged and receives allocations or reimbursements of expenses from

its Parent and affiliates under common ownership based on introductions of fee revenues

between the Parent and its affiliates For the year ended December 31 2012 the

Company incurred $783674 of such net charges which are included as part of

compensation and related expense
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ALVAREZ MARSAL SECURITIES LLC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

Note Related Party Transactions contd

Advances to and from the Parent are noninterest-bearing unsecured and are each

shown as separate net amounts in operating activities on the statement of cash flows

Note Concentrations

The Company maintains cash balances in one financial institution Interest-bearing

balances are insured by the Federal Deposit Insurance Corporation FDIC for up to

$250000 per institution In addition all funds in noninterest-bearing accounts are

insured by the FDIC through December 31 2012 From time to time the Companys

balances may exceed these limits

During the year ended December 31 2012 the Company provided services to two major

customers comprising 12% and 11 respectively of total revenues

Two customers represented approximately 77% and 23% of the Companys accounts

receivable at December 31 2012

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which

requires the maintenance of minimum net capital as defined of the greater of $5000

or one-fifteenth of aggregate indebtedness At December 31 2012 the Company had

net capital of $690900 which exceeded its requirements by $673909 Additionally the

Company must maintain ratio of aggregate indebtedness to net capital of 151 or less

At December 31 2012 this ratio was 0.371

The Company is exempt from the provisions of Rule 5c3-3 of the SEC since the

Companys activities are limited to those set forth in the conditions for exemption

pursuant to subsection k2i of the Rule

Note 401k and Retirement Plan

The Company maintains profit sharing plan for all eligible employees with minimum of

one year of service Employer contributions are determined by an annual resolution of

the Board of Directors of the Parent and the Company reserves the right to change or

eliminate retirement contributions at any time For the year ended December 31 2012

the Company contributed approximately $215000 to this plan The Company also has

qualified 401k deferred compensation plan which provides that eligible employees may
defer payment of taxes on portion of their salary by making contributions to the plan

through payroll deductions
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ALVAREZ MARSAL SECURITIES LLC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

Note Subsequent Events

The Company has evaluated all events or transactions that occurred after December 31

2012 through the date of this financial statement which is the date that the financial

statement was available to be issued During this period there were no material

subsequent events requiring disclosure
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